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To the Board of Directors

Rogers City Area Ambulance Authority
Rogers City, Michigan

We have audited the accompanying financial statements of the governmental activity and major fund of
the Rogers City Area Ambulance Authority, Rogers City, Michigan, as of and for the fiscal year ended
June 30, 2008, as listed in the table of contents, These financial statements are the responsibllity of the
Rogers City Area Ambulance Authority’s management. Our responsibility is to express an opinion on
these financial statements based on our audil.

We canducted our audit in accordance with auditing standards generally accepted In the United States of
America and the standards applicable to financial audits contained in Governmental Auditing Standards,
issued by the Comptroller General of the United States, Those standards require that we plan and
parform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining. on a tesl basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statament presentation. We belleve that our audit provides a reasonable basis for our opinions,

In our opinlon, the financlal statements referred to above present fairly, in all material respects. the
respective financial position of the governmental activity and major fund of the Rogers City Area
Ambulance Authority, State of Michigan, at June 30, 2008, and the respective changes in financial
position for the year then ended in conformity with accounting principles generally accepted In the United
States of America.

In accordance with Governmental Auditing Standards, we have also Issued our report dated

October 20, 2008 on our consideration of the Rogers City Area Ambulance Authority's internal control
over financial reporting and our tests of Its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of Lhat report Is to describe the scope
of our testing of internal control over financlal reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed In accordance with Governmental Auditing Standards and
important for assessing the results of our audit.

The Management's Discussion and Analysis and budgetary comparison are not a required part of the
hasic financial statements but are supplementary informatlon required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the method of measurement and
presentation of the required supplementary information. However, we did not audit the information and
express no opinion on it

Johnson & Schulze PC
Certitled Public Accountants
Alpena, Michigan

Dctobar 20, 2008

SHANNA M, ANSON, CPA 2 ERISTY L SCHULTE CFA



Rogers City Area Ambulance Authority

Management's Discussion and Analysis
Year Ended June 30, 2008

The following discussion and analysis of the financlal performance for the Rogers City Area Ambulance Authonty
{the "Autharity”) provides an overview of the Autharity's financlal actlylties for the Hscal year ended June 30, 2008, Please
read It In conjunction with the Authority's financial statements.

General Information

The Rogers City Area Ambulance Authorily was established as a municipal authority to provide ambulance service to the
Townships of Bearinger, Belknap, Bismarck, Krakow, Metz, Molthe, Ocqueoe, Pesen, Pulawskl, Rogers & the City of Rogers
City

The Authaority Is governad by a Board of Directors comprised of members representing cach municipality.
Financial Highlights
The following tepresents the most significant financial highlights for the year anded June 30, 2008,

* The Authority was authorized by public vote on May 8, 2007 to levy up to 1 mill for & period of six years. Thiz lavy
generated $5303.414 in property tax revenue In the fiscal year ended June 230, 2008,

» The Authority purchased equipment at-a cost of 534,657 In fiscal years ending June 30, 2007 and June 30, 2008,
=  The Authenty purchased a 2007 ambulance tar 589,996 on February 26, 2007,

« The Authority's fuel cost increased by $9,899 due to the rising cost of cruds ail par barral, Total fusl expense was
523,911, 514,012, and 59,690 for fiscal years ending June 30, 2008, June 30, 2007 and June 30, 2006,
respectively.

* The Authority aliminated a total of $113,732 In long term debt in the flscal vear ended June 30, 2008, Including the
$16.000 owad to Presqus Isle County.

In adidition, $66,017 of debt to Life Link of Northern Michigan Hospltals was forgiven, as the agency no longer exists,
and the statute of limitations for collections has explred. Per legal advice, the Authority has declded to remove the
liability fram their balance sheat as of the fiscal year ended June 30, 2008. The forgiveness of debt is considered
income, so the total amount (8 presented in the revenue section of the Statement of Activities.

Overview of the Financial Statements

This discussion and analysis & intended to serve as an Infroduction to the Rogers Clty Area Ambulance Authority’s basic
financial statements. The Autharity’s basic financial statement Is comprised of thres components: 1) government-wide
financial statements; 2) fund financial statements, and 3) notes to tha financial statements. This report atsn contains other
supplementary information in addition to the basie financlal statemeants themsealves.

Government-wide financial statemants, The governmant-wide financial stataments are designed to provide readers with a
broad everview of the Authority's finances In & manner aimilar to a private-sactor business, and thersfare, are prapared using
the accrual basis of actounting. These statements provide a longertarm view of the Autharity's financas and whsthar
taxpayers have funded the full cost of providing government services. The firsl two statemants are govarnmeant-wide and
Include the following:

¢« The statement of net assets presents Information on all of the Authority's assets and llabllities, with the difference
batween the two reported as net assets. Over time, Increases or decreases in net assets may serve as a usefu)
indicator of whether the financial position of the Authority Is Improving or deterlorating,

» The statement of activities presents intormation showing how the Authority's net assets changed during the most
recent fiscal year. All changes in net assets are reported as soon as the underlylng event giving rise to the change
acours; regardiess of the timing of related cash flows. Thus. revenues and expenses are reported In this statement for
some items that will only result in cash tiows in tuture tiscal perlods.



Rogers City Area Ambulance Authority

Management'’s Discussion and Analysis

_ _ Ysar Ended June 30, 2008
Qverview of the Financial Statements (concluded)
Fund financial statements. A fund |s a grouping of related accounts that Is used to maintain control over resources that have
been sedregated tor epecific activities or objectives The Rogers City Area Ambulance Authority, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-refated legal requirements. Fund
tinancial statamants reporl the Authority's operatians in mare detail than the government-wiia financial statements. These
statementa present & shortardarm view and tell how taxpayar resources were spant during the year,

Govarnmental funds. Governmental Funds are used to account for essentially the same functions reported as governmental
activities in the govarnment-wide tinancial statements. However, unlike the government-wide financial statements.
Eovernmental fund linancial statements lell how genaral ggvernment sarvices were financed in the short-term as well as what
remains for future spending. Such information may be useful in avaluation of a govarnmant s near-term tinancing
requirgments.

Because the focus of governmantal funds (s narrowear than that of the governmant-wide financial statements, It is useful to
compare Lhe informatlon presanted for governmental funds with similar infarmation presentad for governmantal activities in
the government-wide financial statements. By doing 8o, readers may betler understand the long-tarm impact of the
Authority's nearterm financing decisions. Both the governmental fund batance sheet and the governmental fund statemant
of revenues, expenditures, and changes in fund balances provide a reconciliation Lo facilltate this comparison between
governmental funds and governmental activities,

The Authority adopts an annual appropriated budget for its fund actvity. A budgetary comparison schedule has bean provided
for the Authority's fund activity,

Financial Analysis of the Authority as 8 Whole
The incresse in the Authornty's net assats is due to two primary factors:

1. Actual revenue tor the fizcal year anded June 30, 2008 totaled 5397 943 which is an increase over the prior
non-audited year in the amount of 5123 896,

2. Actual expensestotaled 5221.170 which |s a decrease trom the prior non-audited year In the amount of
$39,350,

The following table shows, In 2 condensed format, the net assets of the Rogers City Area Ambulance Authority as of
June 30, 2008

TABLE 1 - Rogers City Area Ambulance Authority’s Net Assets

2008
Aszets
Current assets 5 439488
Mon-current capltal assets 319,767
Total Assets $ 759,255
Liabllities and Net Assets
Liabllities
Current llabllitles s 307,399
Non-current flabilities 74,191
Total Liabllities 3815580
Mel Assets
Invested in capital assets - net of 319,767
related debt
Unrestricted 57,858
Total Net Assets 377666
Tatal Liabilities and Net Assets g 750,255

e



Rogers City Area Ambulance Authority

Management's Discusslon and Analysis

Year Ended June 30, 2008
TABLE 2 - Changes In Rogers City Area Ambuiance Authority's Net Assets

2008
General Revenue

Praparty taxes ] 303,414

Interest 8.383

Debl Forgiveness 88,017

Relmbursements 19.282

Other 838

Total Revenua 397,943

Program Expenscs 166,412
Admumstrative 54,758
Change in Net Assaets ] 176,773

Financlal Analysis and Highlights of the Authority's Fund

At the and of the fiscal vear, the Authority |s able to report positlve balances in both categories of net assets, The first portion
of the Authority's net assets |s the investment In capital assets. less any related debt used to acquire those asscts that is still
autstanding, The Authority uses thesa caplital assats \n providing ambulatory services; consequently, these assets are not
available for future spanding.

Budgetary Highlights

The Authority has approved a budgeat for the fiseal year, however, the budget was not amended during the tiseal year to
account for operational diferences from expectations, Please see the budpet verses sctual comparison,

Capital Asset and Dabt Administration

At the end of fiscal year June 30, 2008, the Authority had $319.766 (nat of depreciation) investad in rescus, medical, and
offlee equipment. Reloled Lo these asseats is debt in the amaunt of $105.894.

Economic Factors

The Rogers City Area Ambulance Authority Is a small local ambulance authority that subcontracts lts ambulance service needs
to a local tor-protit corporation and relles primarlly on tax levy appropriations from participating local units of government for
its suppaort. The participating units Include tha City of Rogers City, and the rownships of Bearinger, Belknap. Bismarck, Krakow,
Metz, Multke, Oequeoc, Posen, Pulawski and Rogers.

Einancial Contact

The Authority’s financial statements are designed to present users with & general overview of the Authority's finances.
Questions concerning any of the information provided in the report ar request for additional financial information should be
directed to the Secretary of the Rogers City Area Ambulance Authority, Martha Roznowski. Martha may be reached at
5816 M-65, Posen. Ml 49776 or by telephone at (989) T66-8043.

EE



ROGERS CITY AREA AMBULANCE AUTHORITY
STATEMENT OF NET ASSETS
JUNE 30, 2008

ASSETS 2008
Current Assets
Cash L 202773
Certificates of Deposit 209,941
Taxes Receivable 26,774
Total Current Asscts 439,488
Capital Assets
Land 15,000
Bullding 133,182
Equipmant 152,554
Furniture 7.652
Vehicles 297,534
Less: Aceumulated Dapreciation (2B6.165)
Tolal Capital Assels 319,767
TOTAL ASSETS $ 769,255
LIAEILITIES AND MET ASSETS
LIABILITIES
Current Liabllities
Accounts Payahle $ 2,840
Accrued Interest Payable 3,444
Unearned Miliage Revenue 269,412
Current portion of long term capital leases payable 21,703
Total Current Liabilities 307.399

Long Term Liabilities

Capltal Leasaes Payable 74191
Total Long Term Liabllities 74191
TOTAL LIAEILITIES a81.590
NET ASSETS
Invested In Capital Assets, Net of Related Debt 319 767
Unrestricted Net Assets 57,898
Total Net Assets 377,665
TOTAL LIABILITIES AND NET ASSETS 3 759,265

Tha accompanying notes are an integral pan of the financial stotements

e



ROGERS CITY AREA AMBULANCE AUTHORITY
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

NET REVENUE/
(EXPENSE) AND
CHANGES IN
PROGRAM REVENUES NET ASSETS
CHARGES CPERATING CAPITAL
FOR GRANTS & GRANTS &
EXPENSES SERVICES CONTRIBUTIONS CONTRIBUTIONS TOTAL
GOVERNMENTAL ACTIVITIES
Ambulance Service $ (221.470) & - 33 - 3 - % (221,170)
GENERAL REVENUES
Property Taxes - Presque Isle County
Bearinger Township 5 38,358
Belknap Township 16,691
Bismarck Township 23,252
Krakow Township 41,048
Metz Township 9,237
Moltike Township 8,737
Ocqusoc Township 33575
Posen Township 17,525
Pulawski Township 14,363
Rogers Township 48,055
City of Rogers City 52,674
Othar 836
Fuel Reimbursement 19,292
Debt Forglveness (Saa Note #8 ) 66,017
Interest Income B.384
Total General Revanuas 397,943
CHANGE IN NET ASSETS 178,773
NET ASSETS - JULY 1, 2007 152,266
PRIOR PERIOD ADJUSTMENT 8,626
NET ASSETS - JUNE 30, 2008 $ 337,665

Tha sccompanying noles ore an inegral part of the finencin! statements.
B



ROGERS CITY AREA AMBULANCE AUTHORITY
BALANCE SHEET
JUNE 30, 2008

ASSETS:
Cash
Certificate of Deposil
Taxes Recelvable
Total Assets

LIABILITIES:
Accounts Payable
Unearned Millage Revenue
Total Liabllities

FUND EQUITY:
Fund Balance - Undesignated

Total Fund Equity

Total Liabilities and Fund Equity

Tha accompanying notes ars an Integral part of the financial eatements.

&

GENERAL FUND

202773
209,941
26,774

439 488

2.840
269.412

272,252

167,236

167,236

439,488




ROGERS CITY AREA AMBULANCE AUTHORITY
RECONCILIATION OF THE BALANCE SHEET
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2008

TOTAL FUND BEALANCES, PER BALANCE SHEET 5 167,236
Amounts reported In the Statement of Net Assets are different because:

Capital assets (nat) used are not financial
resources and therefore not used in the funds. 319,766

Capital leases payable is not due and payable in
the current period, and |s not reported In
the funds, (105 ,894)

Accrued interest payable s not reported
In the funds, (3,443)

TOTAL NET ASSETS, PER STATEMENT OF NET ASSETS S 377,665

The Acoompanying notos and an integral part of the financial statements.,
B



ROGERS CITY AREA AMBULANCE AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

REVENUES:
Property Taxes - Presque lsle County
Bearinger Township
Bslknap Township
Bismarck Township
Krakow Township
Metz Township
Maoltke Township
Oecqueonc Township
Posan Township
Fulawskl Township
Rogers Township
City of Rogers City
Other
Fuel Reimbursement
Debt Forgiveness (See Note #8)
TOTAL REVENUES

EXPENDITURES:
Fuel
Insurance
Contracted Services - Allied EMS
Contracted Services - Onaway Ambulance
Capltal Lease principle payments
Other Operating Expenses
Capital Outlay
TOTAL EXPENDITURES

Excess (Deficiency) of Revenues over Expenditures

Non-operating revenues (Expendilures)
Interest Income
Interest Expense

Total non-nperating revenues (Expenditures)

CHANGE IN FUND BALANCE

Fund Balance - July 4, 2007
Prior Period Adjustrent (See Note #9 )

Fund Balance - June 30, 2008

The accompanying natas are an Intagral parr of tha financlal statamenta,

w0

2008

38,358
16,591
23,252
41,048
8,237
8,737
33,575
17,5256
14363
48,055
52,674
836
15,292
66,017

389,559

23,911
2,039
127,290
15211
31,704
iis
30,110
230,380

169,179

8,384
(10,472)

(2,088)
157,091

211,946
8,628

377,665




ROGERS CITY AREA AMBULANCE AUTHORITY
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2008

NET CHANGE IN FUND BALANCES 8 157,091

Amounts reported In the statement of activities are different begsuse;

Governmental tunds report capltal outlays as expenditures.
However, in the statemenl of activities, the cost of those
assets is allocated over thelr estimated useful lives, 30,110

Daepreciation expense is recarded in the statemeani of activities
but not In the fund financial statements, (42,132)

Capital lease payments are expandilures in the funds,
but they are not In the statement of actlvities,
(Where they reduce the liability). 31704

CHANGES IN NET ASSETS, PER THE STATEMENT OF ACTIVITIES 5 176,773

The accompanying notes am an intagral part of the financial stntemanta.

A1




ROGERS CITY AREA AMBULANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 20, 2008

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of the Rogers City Area Ambulance Authorlty have been prepared

in conformity with accounting principles generally accepted in the United States of America (GAAP)

as applied o government units, The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles. The
more significant accounting policies of the Authority arc described below.

Reporting Entity

The Rogers City Area Ambulance Authority, State of Michigan (the "Authority") is located in
Presque Isle County and was founded on July 1, 2001 under provisions of Act No, 57 of the
Public Acts of 1988 of the State of Michigan (Enabling Act). The Incarporating municipalities
creating the Authority are the City of Rogers City and the Townships of Bearinger, Belknap,
Bismarck, Krakaw, Metz, Moltke, Ocqueoc, Posen, Pulawski, and Rogers. The purposes of the
Authority are to furnish emergency medical services and o acquire, own, improve, enlarge,
extend, operate, and administer an emergency medical system, or to contract for the furnishing
of such service, to the Authority by any other appropriate source, and to carry aut any one of more
of any of the foregoing functions servicing the needs of the incorporating municipalities, Its
predecessor was the Rogers City Area Ambulance Board, which was disbanded by transferring
all assets and llabilitles to the Authority. This transfer included eash, aquipment and payables,

Basis of Accounting

In prior years, the Authority has used the cash basis of accounting. However, as of July 1, 2007,
the Authority has begun using the accrual basis of accounting, Due to this change

in accounting principle, comparative statements have not been presented.

The accounting policies of the Authority conform to generally accepted accounting principles

as applicable lo governments,

Economilc Dependency

The Authority Is economically dependent on real estate taxes collected from a .8 mill levied in
the jurisdictions it services, The Authority would not be able to sustain operations absent

the levy,

Government-Wide and Fund Financial Statements

The government-wide tinancial statements (l.e., the statement of net assets and the statement
of aclivities) report information on the activities of the Authority. All the Authority's
governmenf-wide activities are considered governmental activities,

The statemeant of activities demonstrates the degree to which the direct expenses of a given
function or segment is offset by program revenues. Direct expenses are those that are clearly
identitiable with a specific function.

Separate financial statements are provided for governmental funds. Major individual governmental
A2



ROGERS CITY AREA AMBULANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

funds are reported as separate columns in the fund financial statements. The Authority only has
one governmental fund, its oparating fund,

Government-Wide Statements

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basls of accounting. Revenue is recorded when earned, and expenses are
recorded when a liability is incurred, regardless of the timing of related cash flows, When expenses are
incurred for purposes for which both restricted and unrestricted net assets are available. restricted net
assets are used prior 1o unrestricted net assels. Property laxes are recognized as revenue |n the year
for which they are lavied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Fund Based Statements

Governmental tund tinancial statements are reported using the current tinancial resources meaasurament
focus and the modified accrual basis of accounting. Revenue Is recognized as soon as It is both
measurable and available. Revenue is considered to be available if it is collected within the current
period or soon anough thereafter to pay liabilities of the current period. For this purpose, the

Authority considers revenue to be avallable If they are collected within 60 days of the end of the

current fiscal period. Expenditures generally are recorded when a liability is incurred, as under accrual
accounling, However, debl service expendilures, expenditures relaled 10 compen=aled absences,

and claims and judgments are recorded only when payment is due.

Revenues are recognized in the accounting period in which they become both measurable and available
to finance expenditures of the fiscal period. Major revenue types for which receivables are recorded on
the current accounting period's balance sheet include patient bllling revenues reperted as charges for
services. All other revenue items are considerad to be available only when cash is received by the
Authority.

Interest associated with the current fiscal period is considerad to be susceptible to accrual and so has been
recognized as revenue of the current fiscal year. All other revenue items are considered to be measurable
and available only whan cash is received by the government.

The govarnment reports the following major governmental fund:
The general fund Is the gavermment's primary aperating fund. It accounts for all financial
resources of the general government. There are no resources requlired to be accounted for In
another fund.

When both restricted and unrestricted resources are available for use, It is the government's palicy
to use restricted resources first, then unrestricted resources as they are neaded.

A3



ROGERS CITY AREA AMBULANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Assets, Liabilities and Net Assets or Equity

Bank Deposits

The Authority maintains a checking account and various certificates of deposit accounts that are
comprised of cash deposits only.

Inventories
inventories are valued at cost, on a tirst-In, first-out basis. Inventory Is not considered significant
for financial reporting purposes.

Capital Assets

Capltal assets purchased or acquired are capitalized at historical cost or estimated

historical cost. Donated fixed assets are valued at thelr estimated fair market value on the date
received,

The costs of normal maintenance and repalirs that do not add to the value of the asset or
materially extend assets lives are not capitallzed, Improvements are capitalized and depreciatecl
over the remaining useful lives of the related capital assets.

The Authority's capitalization policy is to capitalize Individual amounts exceeding $1,000.

Capital assets of the primary government are depreciated using straight-line method over
the following estimated useful lives:

Furniture and equipment 5-15
Bullding 39
Ambulances B

Compensated Absences
There are no compensated absences provided by the Authority which would require
disclosure under GASE regulations.

Long-term Obligations

Long-term debt and other long-term obligations are reported as liabllities in the government-wide
statement of net assets. The face amount of issued debt Is reported as other financing sources in the
fund statement of revenues, expenditures and changes in fund balance.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accaeptad in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the period. Actual results could differ from those estimates.

A



ROGERS CITY AREA AMBULANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Property Taxes Receivable - Delinquent
The relative property tax information for the Authority Is as follows:

Property Tax Revenue
Tax Roll Returned To Collactad 2007
County Uncellected  Current Taxes, Fees
Current Properly Taxes, Fees & Other 2007 Tax Rall 2007 Taves & Qther

2007 Tax Levy: Presque lsle County 5303414 526,774 _52'!?.51'2;

2007 Taxable Value S370,828,527

Property taxes are levied on each December 1 and are payable by February 15 of the following
year. Payments made after the February 15 date are considered delinguent. Voters approved
up 1o 1.00 mill for 2007 through 2012 on May 8, 2007 for the Authorily. The actual levy for the
2007 fiscal year was .8 imills for Authority operations.

Encumbrance Accounting

Encumbrances for goods and services are documented by requisitions or contracts. Appropriations
lapse at June 30, and any encumbrances outstanding at that time are to be either canceled or
appropriately proved for in the subsequent year's budget. There were no outstanding encumbrances
at June 30, 2008.

NOTE 2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTARBILITY

tio
An annual budget has been prepared, however, it has not been amended throughout the year
to account for the changes from anticipated results to actual results. In addition, there was no
public hearing held to obtain taxpayer comments. Therefore, the Authority is not in compliance
with the Uniform Budget and Accounting Act (P.A. 2 of 1880),
See the budget verses actual report on page #18 for detalls.

NOTE 3. DEPOSITS AND INVESTMENTS
As of June 30, 2008. the Authority had no investments as defined by generally accepted
accounting principles,

Interest Rate Risk
The Authority does not have a Tormal investiment policy that limits investment maturities as a means of
managing Its exposure to falr value losses arising from Increasing Interest rates.

Credit Risk

State law limits investments In commercial paper and corporate bonds to a prime or better rating issued
by nationally recognized statistical rating organizations (NRSROs). The Authority has no investment policy
that would further limit Its investment choices. As of Jupe 30, 2008, the Authority had no investments.

Concentration of Credit Risk
The Authority places no limit on the amount the Authority may invest in any one issuer.



ROGERS CITY AREA AMBULANCE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

Custodial Credit Risk - Deposits

In the case of deposits, this Is the risk that in the event of a bank failure, the Authority's deposits may not
be recoverable. As of June 30, 2008, $216,177 of the Authority's bank balance of $419,614 was exposad
1o custodial credit risk becauss it was uninsured and uncollateralized. However, On October 3, 2008,

the Federal Deposit Insurance Corporation temporarily increased the deposit insurance from $100,000

per custodian to $250,000 per custedian untll December 31, 2009, Because of this increase, the Authority's
deposits are fully insured as of the date of this report.
The carrying amount of the Authority's deposits js $412,714.

Banks are rated by the FDIC to give an indication of the level of risk assumed by the Authority, The Safe

and Sound rating system is as follows:

#=#%%  Suparior
Kk k Sound
L Performing

v Below pesr group
k Lowest rating possible

Satlstactory ratings are generally a rating of three or better, with most banks récsiving three or four stars. As of

the date of this report, the banking Institutions of the Authority had the following Safe and Sound ralinga:

T+

Huron Natlonal Bank
Independent Bank
Citizens National Bank

NOTE 4. CAPITAL ASSETS

* W

* 'k

Capital asset activity of the Authority's activities for the current year was as follows:

Balance Balance
Capital assets; 7/1/2007 Additions Disposals 6/30/2008
Land $ 15,000 $ $ 15,000
Equipment 122,444 30,110 152,554
Building 133,182 133,182
Fumniture 7,662 7,652
Vehicles (Ambulances) 297,534 - 297,534
Subtotal 575812 30,110 605,922
Less: Accumulated depreciation for:
Land . - .
Egquipment 91,428 6,798 98 226
Building 27.382 2.902 30.284
Furniture 3,360 733 4,693
Vehicles (Ambulances) 122,761 30,191 152,952
Subtotal 245,531 40,624 286,155
Net Capital Assets $ 330281 § (10514) § $ 319,767




ROGERS CITY AREA AMBULANCE AUTHQRITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2008

NOTE 5. LONG-TERM DEBT

Balance Balance
Capital Leases: 7/1/2007 Additions Reductions 6/30/2008
Republic First National $ 895996 - 5 (16,653) % 73,343
0ld National Leasing 47,612 E {15,061) 32,551
Net Long-Term Debt $ 137608 $ - $ (31,714) § 105894

Subsequent to year end, both of these |leases were paid in full. Therefore, there are no principle payments due
presented for the following years,

NOTE 6. RISK MANAGEMENT

The Authority is exposed to various risks of loss related to property loss, torts, errors and
omissions, and employee injuries (workers' compensation). as well as medical benefits provided
to employees. The Authority has purchased commercial insurance for property, personal liahility,
umbrella covarage, worker's compensation and medical benefits claims, Settled claims

relating 1o the commercial insurance have not exceeded the amount of Insurance caverage in any
of the past three fiscal years.

NOTE 7. ACCOUNTING AND REPORTING CHANGE

As mentloned In Note #1, basls of accounting, effective July 1, 2007, the Authority has clected
to convert from the present cash basis of accounting to the accrual basis, Because of this
change in accounting principle, comparalive statements have not been presented,

NOTE 8. DEET FORGIVENESS

The Authority's predecessaor, the Rogers City Area Ambulance Board, had a $66,017 liabllity to
Lifelink of Northern Michigan Hospitals. This liability was transferred along with assets

to form the existing Authority. Lifelink disbanded, and all attempts to contact the new owner

of the liability were futile, Numerous letters were written to attempt to acquire an address to

mall payments In settlement of this debt. Per the Authority's legal councll, as of December, 2007,
the statute of limitations expired on the collection of this debt. The Authority has removed this
liability from their balance sheet and considered the $66,017 income categorized as

"Debt Forgiveness,"

NOTE S. PRIOR PERIOD ADJUSTMENT

A prior period adjustment totaling $8,.628 was recorded due to omissions in the prior year's
financial statements. Until this point. the Authority had been audited bi-annually, thersfora,
the omissions want undiscovered in the last fiscal year, Equipment in the amount of $4,547
was purchased and expensed. In additien, interest income totaling $4.081 was not posted,
The net atfect of this adjustment Increased the Authority's Net Assets by $8,628.

AT



ROGERS CITY AREA AMBULANCE AUTHORITY
REQUIRED SUPPLEMENTAL INFORMATION
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Variance with

Final Budget
QOriginal Final Over
Budget Budget Actual {Under)
Revenues:
Allisd Reimbursement 5 8000 % 6000 5% 19282 S 13,292
Interest 1.800 1.800 8,384 6,684
Debt Forgiveness - E 66,017 66,017
Mileags 280,000 260,000 3203414 43,414
Other - - 836 836
Total revenues 267,800 267 800 397,943 130,143
Expenditures:
Allied Subsidy 190,000 190,000 127,290 62,710
Onaway Ambulance Service 15,000 15,000 15211 (211,
Loan/lease payments 24,000 24,000 31.704 {7, 704)
Fusl Expense 13,000 13,000 23911 (10,911)
Insurance Premiums 2,500 2.500 2,039 451
Audit Fee 1,500 1,500 - 1,500
Miscellaneous 350 350 115 235
Interest Expense - . 10472 (10.472)
Capital Outlay - Depreciation & Equlp. 19,450 19,450 30,110 (10,660)
Total expenditures 265,800 265,800 240,852 24,9458
Excess (deficlency) of revenues
over expenditures 2.000 2.000 157.094 105,195
Fund balance, July 1, 2007 167,236 167,236 167,236 -
Fund balance, June 30, 2008 £ 169,236 $ 169236 % 324327 % 105,195

The sccompanylng notes are an intagral part of the finenciel stotements.

1K



XS § Johneon & Schulze PC

Corlified Pubie Accouniants
1 223 5. State, Suite A ORLAR4-BTOT

PO, Box 90 1 FAX 9855.354-8708
Alpaia, M 48707

To the Board of the Rogers City Area Ambulance Authority
Rogers City, Ml 49779

We conducted our audit of the Financial Statements of the Rogers City Area Ambulance Authority
(*Authorily”) in accordance with the auditing standards generally accepted in the United States of
America. The following summary explaing both our responsibilities and the responsibilities of the
managament of the Authority.

Professional standards require that we provide you with the following information related to our audit.

tandards

As stated in our engagement letter dated June 30, 2008, our responsibility. as described by professional
standards, is to plan and perform our audit to obtain reasonable, but not absolute, assurance that the
financial statements are free of material misstatement and are fairly presented in accordance with the
LS. genarally accepted accounting principles. Our audit of the financial statements does nol relieve you
or management of your responsibilities,

Qualitative Aspects of Accounting Practices

Management Is responsible for the selection and use of appropriate accounting policies. In accordance
with the terms of our engagement letter, we will advise managemant aboul the appropriateness of
accounting policies and thelr application, The significant accounting policies used by the Authority are
described in Note 1 to the financlal statements. No new policies were adopted and the application of the
existing policies was not changed during the fiscal year, We noted no transactions entered into by the
Authority during the year for which there Is a lack of authoritative guldance of consensus, There are no
significant transactions that have been recognized in the financial statements In a different period than
when the transaction ocourred.

Accounting estimates are an Integral part of the financial statements prepared by management and are
based on management's knowledge and experlence about past and current events and assumptions
about future events, Certain accounting estimates are particularly sensitive because of their significance
to the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. The most sensitive estimate affecting the financlal statements was
capital asset depreciation.

Management's estimate of the capital asset depreciation Is based on the estimated useful lives of the
Authority’s capital assets. We evaluated the key factors and assumptions used to develop the capital
assel depreacialion in determining that it is reasonable In relation to the financial statements taken as a
whole, The disclosures in the financial statements are neutral, consistent, and clear.

SHANNA M. JOHNSON, CPA KEIOTY L A(FLLEE (FA



Audit strmen

For purposes of Lhis lelter, professional standards define an audit adjustment as a proposed correction of
the financial stalements that, In our judgment, may not have been detected except Lhrough our auditing
procedures. Management has recarded all of our proposed audit adjustments.

Disagreements with Management

For the purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our satisfaction, concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor’'s report. We are
pleased that no such disagreements arose during the course of our audit.

Managemen! Representation

We have requesled cerlain representations from management that are included in the management
representation letter associated with the audit for the year ended Juhs 30, 2008,

Other Issues

We generally discuss a variety of matters, Including the application of accounting principles and auditing
standards, with management each year prior to retention as the Authority's auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Difficult E untear n P rming the Audi

We encountered no significant difficulties In dealing with management In performing and completing our
audit.

Communication Regarding Internal Control

In planning and performing our audit of the financial statements of the Authority as of and for the year
ended June 30, 2008, in accordance with auditing standards generally accepted in ths United States of
America, we considered the Authorily’s internal control over financial reporting (internal control) as a
basis for designing our audiling procedures for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing our opinion on the effectiveness of the Authority's
internal control. Our consideration of internal control included procedures to evaluate the design of
controls relevant to an audit of financial statements and to determine whether they have been
implemented, but It did not Include procedures to test the operating effectiveness of controls, and
accordingly, was not directed to discovering significant deficiencles In Internal control. Accordingly, we
do not express an opinion on the effectiveness of the Authority's internal control.

Our consideration of Internal contral was for the limited purpose described In the preceding paragraph
and would not necessarily identify all deficiencies in internal control that might be significant deficiencies

-2



or material weaknesses. However, as discussed below, we identified deficiencies in internal contral that
we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a cantral doas not allow managament or
employees; in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficlency is a control deficiency, or a combination of
control deficiencies, that adversely affects the entity’s abllity to Initiate, authorize, record, process, or
raport financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity's financial statements that is more
than Inconsequential will not be prevented or detectad by the entity’s internal control.

FINANCIAL REPORTING
< All Michigan governments and authorities are required to prepare financial statements in

accordance with generally accepted accounting principles (GAAP), This i a responsibility of the
Authority's management. The preparation ot financial statements in accordance with GAAP
requires internal cantrols over both (1) recarding, processing, and summarizing accounting data
(i.e., maintaining internal books and records), and (2) reporting government-wide and fund
financial statements, Including the related footnotes (l.e., external financial reporting).
As is the case with many small municipalities. the Authority has historically relled on Its
independent external auditors to assist in the preparation of the government-wide and fund
financlal statements and foolnotes as part of its external financial reporting process. Accordingly,
the Authorlty's ablility to prepare financlal statements in accordance with GAAP is based, in part,
on its rellance on Its external auditors, who cannot, by definition, be considered a part of the
Authority's internal controls.
This condition was caused by the Authority's decision that It Is more cost effective to outsource
the preparation of its annual financial statements to the auditors than to incur the time and
axpense of obtaining the necessary training and expertise required for the Authority to perform
this task intarnally.
As a result of this condition, the Authority lacks internal controls over the preparation of financial
statements In accordance with GAAP. and inslead relies. in parl, on its external auditors for
assistance with this task.

A material weakness Is a significant deficlency, or a combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control, As discussed below, we [dentified deficiencies in
internal control that we consider to be material weaknesses.

SEGRAGATION OF DUTIES
% The ultimale accounting system would include enough employees to completely segregate all

aspects of each transaction. Different departments or individuals would handle: transaction
authorization, transaclion execution, asset handling, recording of transactions, review of
transactions, review of transactions and subsequent control of assets.
The small size of the administrative staff precludes a complete separation of duties resulting In
more than a remote risk that material misstatements could accur and not be detected in the
normal course of business. Again, the cost-benefit relationship has been considered by the
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Authority. The Authority understands the limitations of the Internal control due to this lack of
segregation of duties and believes It makes financial sense for an organization of this size.

BUDGET REQUIREMENTS
% All governments and governmental authorities are required to work within the constraints of their
legally adopted budget. Although the Authority did prepare a budget for the fiscal year, it was not
done prior to the first day of the fiscal year and there was aiso no public hearing held for
presentation.
We recommend the Authority adopt the following policies consistent with accounting principles
generally accepted In the United Stales of America and within the laws of the State of Michigan.
= Aline item budget should be prepared for the following fiscal year.
= A public hearing should be conducted to obtain taxpayer comments.
= Prior to the first day of the fiscal year, the budget should be legally enacted through
passage of a resolution by the Authority Board,
The budgeted numbers should be revisited routinely (l.e. monthly or quarterly) throughout
the year to ensure fiscal responsibllity.
As necessary, budget amendments should be enacted to ensure that expenditures do not
exceed budgeted amounts at the functional level,

This communication Is Intended solely for the Information and use of the Rogers City Area Ambulance

Authority and the State of Michigan Department of Treasury, and is not intended to be and should not be
used by anyone other than these specified parties.

Jahnson & Schulze, PC
COctober 20, 2008
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